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1FEDERAL HOME LOAN BANK  BOARD
A " c la r i fy in g  amendment" r e q u ir in g  t h a t  any f e d e ra l ly  in su re d  t h r i f t  seek ing  t o  merge
w ith  a n o th e r i n s t i t u t i o n  and w hich th e n  co n v erts  to  a  bank m ust o b ta in  th e  B oard 's 
a p p r o v a l , w as a d o p te d  b y  th e  B oard  (s e e  t h e  1 0 /1 0 /8 6  F ed . Reg. , pp . 3 6 5 2 8 -2 9 ).
The r u l e ,  e f f e c t i v e  1 0 /1 0 /8 6 , w as a d o p te d  w i th o u t  th e  o p p o r tu n i ty  f o r  p u b l ic  
comment o r  an  open h e a rin g . In  i t s  ru lem aking  document, th e  Board no ted  th a t  some 
u n c e r ta in ty  may e x i s t  a s  to  w hether a s s e ts  and sav in g s  accoun t l i a b i l i t i e s  o f  an 
in su re d  i n s t i t u t i o n  t r a n s f e r r e d  to  a  com m ercial o r  sav in g s  bank by o p e ra tio n  o f  
law  p u rsu a n t to  th e  co n v ersio n  o f  an  i n s t i t u t i o n  in to  a  bank, would be s u b je c t  to  
th e  B oard 's rev iew . In  o rd e r  t o  re so lv e  any u n c e r ta in ty , th e  Board s ta t e d  t h a t  i t  
w ou ld  am end i t s  d e f i n i t i o n  o f  " t r a n s f e r "  t o  make c l e a r  t h a t  a l l  t r a n s f e r s  o f  
a s s e t s  o r  a c c o u n t l i a b i l i t i e s  n o t  in  th e  o r d in a r y  c o u rs e  o f  b u s in e s s ,  w h e th e r  
e f f e c te d  by  co n v en tio n a l t r a n s f e r ,  o p e ra tio n  o f  law , o r  o th e rw ise , a re  s u b je c t to  
th e  B oard 's approval. The Board a ls o  no ted  t h a t  "good cause" e x i s t s  to  e l im in a te  
th e  r e q u i r e d  3 0 -d ay  d e la y  o f  th e  e f f e c t i v e  d a te  o f  th e  r u l e .  F o r f u r t h e r  
in fo rm a tio n  c o n ta c t John Buchman a t  202/377-6963.
TREASURY, DEPARTMENT OF
A revenue r u l in g  c o n ta in in g  g u id e lin e s  fo r  d e te rm in in g  th e  new income l im i t s  fo r
m ortgage revenue bonds and m ortgage c r e d i t  c e r t i f i c a t e s  under p ro v is io n s  o f  th e
pending Tax Reform Act o f  1986 w i l l  be is su e d  by  th e  IRS, fo llo w in g  enactm ent o f  
th e  l e g i s l a t i o n .  New incom e r e q u i r e m e n ts  t h a t  m u s t be  m et f o r  i n t e r e s t  on 
q u a l i f i e d  m ortgage bonds to  be excluded from g ro ss  income a re  e s ta b l is h e d  by  th e  
Tax Reform A ct o f  1986. In  g e n e ra l, th e  l e g i s l a t i o n  says th e  req u irem en t i s  met 
i f  a l l  ow ner f in a n c in g  p ro v id e d  u n d e r t h e  bond i s s u e  i s  f o r  m o r tg a g o rs  w hose 
fa m ily  income i s  115 p e rc e n t o r  le s s  o f  th e  a p p lic a b le  a re a  median g ro ss  income. 
The IRS r u l i n g ,  R evenue R u lin g  8 6 -1 2 4 , s t a t e s  t h a t  a r e a  m ed ian  g ro s s  incom e i s  
de term ined  in  th e  same manner a s  under s e c t io n  8 o f  th e  U nited  S ta te s  Housing Act 
o f  1937 and t h a t  t h e  f a m i ly  incom e o f  th e  m o rtg a g o r  i s  t o  in c lu d e  a l l  incom e 
re c e iv e d  by  th e  m ortgagor.
The s ta n d a rd  au tom obile  m ileage  r a t e s  to  be used in  com puting income ta x  ded u ctio n s
fo r  1986 a re  th e  same a s  f o r  1985, acco rd in g  to  IRS Revenue Procedure 86-38. For 
a  c a r  t h a t  i s  n o t  f u l l y  d e p r e c ia t e d ,  t h e  r a t e  f o r  b u s in e s s  u se  o f  a  c a r  i s  21 
c e n t s  a  m i le  f o r  th e  f i r s t  15 ,000  m ile s  o f  b u s in e s s  u se , and 11 c e n ts  f o r  each  
a d d i t io n a l  m ile . The r a t e  i s  11 c en ts  a  m ile  fo r  a l l  b u s in e s s  use fo r  a  c a r  t h a t  
i s  f u l l y  d e p re c ia te d . The r a t e  fo r  a  c a r  o p e ra ted  in  connec tion  w ith  c h a r i ta b le  
a c t i v i t i e s  i s  12 c en ts  a  m ile . For m edical and moving expense purposes th e  r a t e  
i s  9 c e n t s  a  m i le .  The IRS e x p la in e d  t h a t  ta x p a y e r s  may d e d u c t e i t h e r  th e  
s ta n d a r d  m ile a g e  r a t e  o r  a c t u a l  e x p e n se s  when th e y  u se  a  c a r  f o r  b u s in e s s ,  
c h a r i t a b l e ,  m e d ic a l  o r  m oving e x p en se  p u rp o s e s . In  a d d i t i o n  t o  th e  s ta n d a r d  
m ileage  r a t e ,  tax p ay e rs  may deduct th e  r e la te d  p o r tio n  o f  p a rk in g  fe e s  and to o ls .  
The Revenue Procedure w i l l  be e f f e c t iv e  10-27-86.
SPECIAL: GAO REPORTS ON THE PROMPT PAYMENT ACT; SENATE ACTS TO TIGHTEN LAW
The " f u l l  p o te n t ia l"  o f  th e  Prom pt Payment A ct "has n o t y e t  been r e a l iz e d , " accord ing  
to  a  r e c e n t ly  is su e d  GAO re p o r t .  " S u b s ta n tia l improvement in  f e d e ra l  b i l l  paying  
perform ance" r e s u l te d  from  enactm ent o f  th e  Prompt Payment A ct in  1982, th e  GAO 
re p o r t  s ta te d ,  b u t th e  governm ent co n tin u es  to  pay some b i l l s  e i t h e r  to o  l a t e  o r  
to o  e a r ly .  (The A ct p r o v id e s  s p e c i f i c  c r i t e r i a  f o r  d e te r m in in g  when b i l l s  t o
2vendors a re  due and re q u ire s  i n t e r e s t  paym ents on am ounts p a id  a f t e r  p re s c r ib e d  
g race  p e rio d s .)  The GAO re p o r te d  i t  e s tim a te d  t h a t  24 p e rc e n t o f  F e d e ra l vendor 
p a y m en ts , in v o lv in g  $7.7 b i l l i o n ,  w e re  made a f t e r  t h e  d u e  d a t e  d u r in g  i t s  f o u r -  
month t e s t  p e rio d , w ith  abou t 7 p e rc e n t o f  th e  paym ents b e in g  made 46 t o  150 days 
l a t e  and abou t 1.3 p e rc e n t b e in g  made more th a n  90 days l a t e .  The GAO re p o r t  a ls o  
no ted  t h a t  " re q u ire d  i n t e r e s t  p e n a l t ie s  w ere seldom  p a id ,"  w ith  o n ly  one o f  every  
s i x  p e n a l t i e s  b e in g  p a id .  D u rin g  i t s  fo u r -m o n th  e x a m in a t io n  p e r io d ,  t h e  GAO 
e s tim a te d  t h a t  $15 m il l io n  should  have been  p a id  in  p e n a l t ie s .  The GAO s tu d y  a ls o  
re v e a le d  t h a t  abou t 23 p e rc e n t o f  th e  b i l l s ,  co v erin g  $44 b i l l i o n ,  w ere b e in g  p a id  
to o  e a r ly .  The GAO e s t im a te d ,  d u r in g  i t s  fo u r -m o n th  t e s t  p e r io d ,  t h e  c o s t  o f  
th o s e  e a r l y  p ay m en ts  t o  b e  a b o u t $200 m i l l i o n .  R easons c i t e d  b y  th e  GAO r e p o r t  
f o r  p a y m e n t- t im in g  m is ta k e s  in c lu d e d  m is s in g  d a ta  and  i n a c c u r a t e  ag en cy  
in te r p r e ta t io n s  o f  prom pt payment req u irem en ts . A copy o f  th e  r e p o r t ,  GAD/AFMD- 
8 6 -6 9 , may b e  o b ta in e d  b y  w r i t i n g  th e  U.S. G e n e ra l  A c co u n tin g  O f f i c e ,  P.O. Box 
6015, G a ith ersb u rg , MD 20877, o r  by  c a l l in g  th e  GAO a t  202/275-6241.
In  a  r e l a t e d  a c t i o n ,  t h e  S e n a te  p a s s e d  S. 2479, l e g i s l a t i o n  am end ing  th e  
Prompt Payment Act. S. 2479 would t ig h te n  p ro v is io n s  o f  th e  Prompt Payment A ct to  
ensu re  t h a t  th e  governm ent p ro cess  and pay i t s  b i l l s  in  a  t im e ly  fa sh io n , and th a t  
governm ent c o n tra c to r s  due l a t e  i n t e r e s t  paym ents re c ie v e  them. House a c t io n  on 
S. 2479 i s  n o t a n t ic ip a te d  t h i s  year.
SPECIAL: AICP A BANKING CONFERENCE TO FOCUS ON ACCOUN TING AND AUDITING ISSUES
An overview  o f  em erging acco un ting  and a u d it in g  is s u e s  f o r  banks w i l l  be  th e  focus o f
th e  AICPA's e lev e n th  n a t io n a l  con ference  on Banking. The C onference, t o  be h e ld
1 1 /2 0 -2 1 /8 6  a t  th e  C a p i t a l  H i l to n  H o te l  i n  W ash in g to n , D.C., w i l l  a n a ly z e  th e  
im pact o f  c o m p e titio n  and su p e rv iso ry  agency re g u la t io n s  upon bank ing  o p e ra tio n s . 
F e a tu re d  s p e a k e r s  f o r  t h i s  y e a r ' s  C o n fe re n c e  w i l l  in c lu d e  R o b e r t  L. C la rk e , 
C om p tro lle r o f  th e  Currency, and FDIC Chairman L. W illiam  Seidman who w i l l  d e l iv e r  
a  j o i n t  k e y n o te  a d d re s s .  R e p r e s e n ta t iv e s  fro m  r e g u l a t o r y  a g e n c ie s ,  in d u s t r y ,  
p u b lic  accoun ting  and th e  U.S. Congress w i l l  speak a s  w e ll .  The C onference w i l l  
a g a in  f e a t u r e  a  s e r i e s  o f  c o n c u r r e n t  s e s s i o n s  d e s ig n e d  t o  fo c u s  on  im p o r ta n t  
is su e s  in  depth . T h is y e a r ’s co n cu rren t s e s s io n s  w i l l  em phasize lo an  e v a lu a tio n  
and m erger and a c q u is i t io n  m a tte rs , and w i l l  s p e c i f i c a l ly  exam ine: Energy, Real 
E s ta te , A sse t Based and A g r ic u ltu ra l  Loan  E v a lu a tio n ; and P re -A c q u is itio n  and P o st 
A c q u i s i t io n  M a t te r s .  O th e r  t o p i c s  t o  b e  c o v e re d  a t  t h e  C o n fe re n c e  in c lu d e :  
A ccounting fo r  Employee B e n e fits ; Community Bank A ccounting and A u d itin g  Is su e s ; 
Recent FASB and SEC A c t iv i t ie s ;  and T axation . Recommended CPE c r e d i t  i s  15 hou rs  
f o r  t h e  tw o -d a y  p ro g ram . F o r f u r t h e r  in f o r m a t io n  c o n ta c t  t h e  AICPA M e e tin g s  
D epartm ent a t  212/575-6451.
SPECIAL: AMERICAN ENTERPRISE INSTITUTE RELEASES STU DY OF IR S ' ADMINISTRATION OF TAX LAWS
"Who Should Pay fo r  C o lle c tin g  Taxes? F in an c in g  th e  IRS" i s  th e  t i t l e  o f  a  r e c e n t ly
re le a s e d  s tu d y  by th e  Am erican E n te rp r is e  I n s t i t u t e  (AEI), w hich was p a r t i a l l y
funded by  a  g ra n t  from th e  AICPA. The s tu d y  focuses on how th e  ta x  law s cou ld  be 
more eco nom ica lly  and e f f i c i e n t l y  en fo rced  and a l s o  exam ines t h e  way th e  IRS i s  
financed . The study , conducted by  Dr. C. Eugene S te u e r le , D ire c to r  o f  F inance and 
T a x a t io n  P r o j e c t s  a t  AEI, c o n c lu d e s  t h a t  1) m o d e st b u d g e t i n c r e a s e s  s h o u ld  b e  
g ra n te d  th e  IRS; 2) b e n e f i t s  o f  in c re a se d  enfo rcem ent c u r r e n t ly  outw eigh  c o s ts  and 
f o r e s t a l l  in c re a s in g  ta x  r a te s ;  3) in c re a se d  re so u rce s  aim ed a t  enforcem ent a re
3l i k e l y  t o  y i e l d  re v e n u e  in c r e a s e s  g r e a t e r  th a n  th e  c o s t s  in c u r r e d ;  4) some 
program s IRS i s  charged w ith  a d m in is te r in g  a re  " e s s e n t ia l ly  u n a d m in is tra b le ;"  5) 
g o v e rn m e n t p o l i c i e s  r e s t r i c t i n g  an  a l l o c a t i o n  o f  re v e n u e s  t o  h i r e  q u a l i f i e d  
p e rso n n e l in  key a re a s  i s  a  g re a te r  d e tr im e n t t o  some ta x  a d m in is tra t io n  e f f o r t s  
th a n  la c k  o f  re v e n u e s ; and  6) t h e  b u d g e t p r o c e s s  f o r  d e te r m in in g  IRS fu n d in g  
le v e l s  i s  inadequate .
For fu rth er  inform ation  co n ta ct S h ir ley  Hodgson or  Joseph P e t ito  a t  202/872-8190.
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